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JAPAN: 
(All values in U.S. 


1978 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 
GNP at Constant 1970 Prices 
Annual Per Capita GNP, 
Current Prices ($) 
Plant and Equipment Investment, 
Current Prices 
Indices: 
Industrial Production 
(Mfg.) (1975=100) 
Avg. Labor Productivity 
(Mfg.) (1975=100) 
Avg. Industrial Wage 
(Mfg.) (1975=100) 
Avg. Labor Force (millions) 
Avg. Unemployment Rate (%) 


531,608 
8, 6L72** 


132,528 


123.0 
127.4 


129.1 
55.3 
2.2 


MONEY AND PRICES 

Money Supply (M2) 763, 761E/ 
Bank of Japan Com'l Disc't Rate (%) .3.5E/ 
Call Rate (Uncond.), Highest (%) 5.0 
Com'l Pank Avg. Loan Rate (%) 6.309 
Consumer Price Index (1975=100) 122.6 
Wholesale Price Index (1975=100) 104.3 


PAYMENTS AND TRADE 


Gold and Forgn. Exchn. 
External Public Debt 
Basic Balance of Payments 
Balance of Trade 

Exports, FOB (IMF Basis) 
Export Share to U.S., Customs 
Basis, FOB (%) 

Imports, FOB (IMF Basis) 
Imports’ Share from U.S. 
Customs Basis, CIF (%) 


33,019E/ 

11,530E/ 
4,145 
-24,596 
95,634 


Reserves 


25.6 
71,038 


18.6 


Main imports from U.S., 1979 (Quan: 
Value: $ mil, f.a.s., from U.S. 
1,759; Feed grains**, 1,448; 
fuels 13,520, 
Fish**, 563; Wheat 3,348, 537; 
432; pulpwood/woodpulp 4,174, 

(Value f.a.s., from Commerce) : 


Chemicals**, 


418; Meat**, 


1979 


KEY ECONOMIC INDICATORS 
$ million unless otherwise indicated) 


1978-79 
Change (%) 


1980 
Indicator 


976,411 1, 


MT thou, 
Department of Commerce) : 
Lsigse 
916; Nonferrous metals/scrap**, 
Raw cotton 331, 


Passenger cars 6,664; 


011,793 
539,851 


973, 780A/ 
537,554A/ 


8, 723"oF 8,395A/ 


152,572 159,198A/ 


133.3 142.7A/ 


142.8 155.6B/ 
138.7 
56.0 

2.1 


148.2C/ 
56.4C/ 
1.9767 


940, 390E/ 
6.25E/ 
8.375 
6.291 

127.0 
111.9 


813,135D/ 
7.25E/ 
11.0361G/ 
8.269 H/ 
136.2 H/ 
131.4 H/ 


20,327E/ 

14,210E/ 
-21,372 
1,845 
101,232 


-12,692I/ 
2,680I/ 
-25,517I/ 
=22;°7512/ 
5,5981/ 


23,768/ 
KK 


-9,801K/ 
-1,241K/ 
122,012K/ 


25.6 
99,387 


0.0 
28,349I/ 


24.6L/ 
123, 303K/ 
18.4 -0.2 17.2L/ 
from Japanese Finance Ministry; 
Logs/Lumber 13,963M/, 
Soybeans 3,839, 1,032 Coal/related 
844; Civilian aircraft**, 592; 
455; Electronic computers/parts**, 


Main exports to U.S., 1979 
iron & steel mill products 


394. 


2,660; Office machinery & automatic data processing machines 970; Motorcycles/ 
parts 900; Phonographs/sound/video reproducers 858; Power generators/engines 538; 


Textiles 370; TV sets 312. 


A/ Jan-Sept Seasonally adjusted annual rate 


B/ Jan-July average, 


C/ Jan-Sept average, seasonally adjusted 


D/ As of October 31 
E/ As of year end 

G/ As of October 31 
H/ Jan-Sept average, 


I/ Movement toward surplus or deficit, or 
total increase, in $ million vice per- 
cent 


not seasonally adjusted K/ 


not seasonally adjusted 


J/ As of September 30 


A.R. on basis of seasonally- 
adjusted Jan-Sept prelim. data 


L/ Jan-Sept preliminary, not 


seasonally-adjusted 


M/ 1,000 cub. 
metric tons 


meters vice 1,000 


Change is in aggregates 
d@enominated in yen not dollars. 
Not available 

Calculated by Economic Planning 
Agency 


Dollar exchange rate used for conversion of yen figures, GNP and investment: 
1978 ¥210; 1979 ¥219; 1980 indicator ¥230.8 (avg. interbank spot rates, Jan-Sept). 


Money supply: 


July-Dec 1978 ¥234; July-Dec 1979 ¥206; Jan-Oct 1980 ¥242, as 


used for some computations by Ministry of Finance. 
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SUMMARY 


The Japanese economy seems to have weathered the effects 

of the second oil crisis substantially better than it did 

the first one. Although economic growth should slow a 

little in 1980 from the 5.9 percent of 1979, and while prices 

rose slightly faster early in the year, the soaring in- 

flation of 1974 and severe recession of 1975 were not 

repeated in 1980. The official government estimate for 

real growth in GNP for Japan's fiscal year 1980 (April to 

March) of 4.8 percent is the highest of any of the major industrial 
countries. Japan's performance in combating inflation has 

been very impressive. As the year began, wholesale prices 

were increasing at a year over year rate of over 20 percent, consumer 
prices were also starting to move up sharply, and the yen was 
dropping fast. However, as the end of the year approaches, 
wholesale price increases have stabilized, consumer price 
increases will be held to around 7 percent for the year, and the yen 
has risen 21 percent against the dollar since it reached its low 
point in April. Although restrictive economic policies have 

been effective in controlling inflation, they have also 

probably contributed to a slowdown in personal consumption 

and a severe slump in the housing industry. Exports on the 

other hand have been a major source of growth for the Japanese 
economy during 1980, having benefited from yen depreciation 


early in the year and Japanese price stability more recently. 
Japanese economic growth in 1980 has also received strong 
support from corporate investment in plant and equipment as 
many firms are upgrading their production technology to in- 
crease productivity and reduce energy consumption. 


Japan's very large and still growing market for a wide variety 
of consumer and capital goods, as well as raw materials continues 
to present many opportunities for U.S. exporters. Computers, 
high-technology medical and industrial supplies and equipment, 
as well as consumer goods seem to be areas of special current 
promise for U.S. manufacturers. 


New foreign investment in Japan has remained limited despite 
high rates of return enjoyed by existing ventures, Japan's 
own Overseas investment in 1979 (approval basis) appears to 
have surpassed 1978's all-time high, and it is likely to 
continue to grow briskly in 1980. 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


The Japanese economy grew at a real annual rate of 6.1 percent 
during the July to September quarter of 1980, greatly enhancing 
the prospects for achieving the government's growth target 

of 4.8 percent for fiscal year 1980. Personal consumption fell off 
substantially during the spring as a result of lower real 

income growth due to inflation and has remained weak. In- 

flation, high interest rates, and soaring land costs are 
considered to be the major reasons for an 18 percent drop in private 
housing starts during the first half of 1980. On the other 

hand, corporate profits in a number of manufacturing industries 
such as automobiles, machinery, and electronics have been very 
high. 


Bullish corporate fixed capital investment through much of 

1980 has been a major source of economic growth--the April 

through June quarter saw a 5.7 percent real new SNA base increase in 
capital investment. However, recently some weakening of 

capital investment has been noted among small and medium- 

sized firms and could spread to larger firms in the second 

half of fiscal year 1980 if corporate profits soften as ex- 

pected. The other pillar of economic growth in 1980 has been 

the strong performance of the export sector. On a seasonally 
adjusted customs clearance basis, exports during the period 

January through September of 1980 were 24.1 percent higher than the 
same period for 1979. In addition, the Export Quantum Index 

was 14 percent higher in September, 1980, than the year before. 


A major accomplishment of the Japanese economy in 1980 is 

the achievement of real economic growth of about 4.8 percent, while 
reducing oil imports by 10 percent to 5.1 million barrels per day, 
well under the 5.4 million barrel ceiling guideline set by 

the IEA for Japan. This was partly the result of a warm 

winter and a cold rainy summer, but also reflects significant 
strides made by Japanese industry in conserving oil and utilizing 
alternative energy sources. 


Employment Situation 


Despite indications of an economic slowdown, there has so 

far been no major deterioration of labor demand conditions 

in 1980. As of the end of September, 1980, the unemployment 

rate was 2.01 percent, about the same as the 2.02 percent that 
prevailed a year earlier. However, the ratio of job offers to job 
applicants has been declining slightly in recent months. 





Progress Against Inflation 


1980 began with strong inflationary pressures being brought 

to bear on the Japanese economy by rapidly rising prices for 
imported raw materials, particularly petroleum, as well as an 
already high level of economic activity. Wholesale prices were 
increasing at a year over year rate of over 20 percent and consumer 
prices were rising at an 8 percent clip. The Japanese Government has 
responded with economic policies emphasizing monetary and fiscal 
restraint. Spending on public works was curtailed and the 

Bank of Japan imposed strict quantitative limits on private 

credit expansion. The Official Discount Rate (ODR) was 

raised to a record high 9.0percent this past spring as a measure to 
control inflation and defend the yen. Japanese workers, not 
wishing to relive their experience of 1974 when excessive wage 
increases following the first oil crisis led to a serious case 

of double digit consumer price inflation, accepted moderate 

wage increases averaging 6.7percent during this year's spring labor 
offensive. 


With the help of a strengthening yen, wholesale prices stopped 

rising during the summer and even began to decline in the fall. 

The upward trend in consumer prices has also been blunted 

and the increase will probably be held toabout 7 percent for the year, 
well below the levels of the U.S. and most of western Europe. 

The Japanese Government may now feel confident enough that 

inflation is under control, and that it can vursue a Slightly 

less restrictive economic policy as evidenced by the lowering 

of the ODR to 7.25 percent. 


Signs of Improvement in the Current Account 


Japan's current account deficit was $8.8 billion in 1979 

and ballooned to $9.2 billion during the first half of 1980, 
reflecting in large measure the huge increase in the cost of 
imported oil. However, since then, continued smooth export 
expansion combined with a decline in imports has led toa 
downward trend in the current account deficit and even resulted 
in a surplus in September, the first one in 15 months. There 
is now growing confidence that the 1981 fiscal year deficit 

can be held to around $6 billion in the absence of a new oil 
price explosion. 


The yen fell steeply early in the year and reached a low of 
¥264 to the dollar in April. Since that time, it has steadily 
gained strength reflecting improved Japanese economic funda- 
mentals and a high level of investment in Japanese securities 
by Mideast oil producing states. By the end of 1980, the yen 
had reached a level of about 206 yen to the dollar, despite 
very high interest rates in the U.S. and continued concern over 
the world oil situation. 





Reconstruction of Government Finances a Top Priority 


Japanese Government expenditures were increased dramatically 
in the mid-1970's as a measure to combat the recession caused 
by the 1973 oil crisis. These outlays were continued at high 
levels into the latter half of the decade, resulting in a large 
budget deficit financed through the issue of Government bonds. 
In 1979, bond issues totalled ¥13.5 trillion, 34.7 percent of 
Government expenditures. Bond issues are projected to be ¥14.3 
trillion in 1980 and the government hopes to reduce this by 

¥2 trillion in fiscal year 1981 as part of its plan to 
eliminate deficit financing bonds by 1985. Reaching this goal 
will require both restraint in government spending and steps 
to increase government revenues. To this end, the fiscal 

year 1981 budget proposed is 9.9 percent over the 1980 

figure and increases have been proposed by the government for 
the corporate income tax, sake tax, and commodity tax. Lower 
government spending and higher taxes could-well have a negative 
impact on Japanese economic growth, but the government appears 
to be more concerned with the threat posed by budget deficits 
that are proportionately far greater than those being ex- 
perienced in the U.S. 


Economic Outlook 


The Economic Planning Agency is predicting real economic growth 

for Fiscal Year 1981 of 5.3 wercent while private economic 

research centers are forecasting real growth in GNP ot petween 

3 percent and 6 percent for the period. Even if the more pessimistic 
forecasts prove to be correct, Japan's economy is still likely to be 
among the fastest growing of the major industrial nations. Prices 
at both the wholesale and retail level are expected to be fairly 
stable next year with official government forecasted increases 

of 4.1 percent and 5.5 percent respectiveiy in fiscal yéar 1981. 
Corporate investment is expected to weaken during the first 

half of the year but a recovery is expected in the second half. 
Exports should remain firm but the high exchange value of the 

yen, recession abroad, and protectionist threats will act as 

a restraint. 


Lower inflation should bring about higher real incomes and 
combined with lower interest rates, 1981 could well see a 
recovery in consumer spending and private housing investment. 


A major imponderable in any forecast concerning the Japanese 
economy is the world oil situation. Japan obtains about 72 percent 
of its primary energy needs from imported oil, of which about 70 
percent comes from the volatile Persian Gulf. The Economic 





Planning Agency estimates that if the price increases decided 
at the OPEC Bali meeting lead to a $2 increase in the cost of 
Saudi oil, and a. $4 increase in the cost of other OPEC oil, 
this alone will add $4.8 billion to Japan's current account 
deficit. In addition, any oil supply interruption caused by 
conflict in the Persian Gulf area could have serious reper- 
cussions for Japan's economy. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


US Exports to Japan Continue Strong 


Between January and September, 1980, U.S. exports to Japan 

(U.S. Commerce Dept. figures) remained well above their levels 

of a year earlier (12.7 percent) and grew faster than U.S. imports 
from Japan (up 18 percent). With an anticipated pick-up in Japan's 
domestic demand and with American exports becoming more 
competitive due to the yen's appreciation, the Japanese market 
can be expected to continue to offer attractive opportunities 

to American exporters. Japanese authorities continue to be 
concerned about problems that are often perceived as trade 
barriers by would-be exporters to Japan and continue to take 

steps to mitigate them. 


In late 1979 and through 1980, the United States and Japan 
continued to seek to reduce irritants in their trading relation- 
ships. Imports from Japan in certain specific sectors--most 
recently, automobiles and electronic parts--remain a source of 
serious concern. Most of the more important recent bilateral 
discussions on trade matters have been held as follow-ups to 

a set of bilateral agreements reached in June, 1979, which had 
dealt with the main immediate trade problems left over between 
Japan and the U.S. after the April conclusion of the "Tokyo 
Round" of multilateral trade negotiations in Geneva. 


During the latter part of 1979 and throughout much of 1980, 
U.S. and Japanese negotiators discussed the outstanding issues 
of reciprocal access in government procurement (in particular 
Nippon Telephone and Telegraph (NTT) procurement) and of market 
access for U.S. tobacco products. With respect to tobacco, 

in November an agreement was reached that will improve the 
access of American tobacco products to the Japanese market. 

In December, the U.S. and Japan reached an accord on NTT pro- 
curement that will give foreign suppliers the opportunity to 
participate in a telecommunications equipment market of up 

to $3.2 billion. 





To market successfully in the lucrative Japan market, 

American suppliers of manufactured goods have to make special 
efforts. Japanese end-users remain highly selective. Ordinarily 
they demand high quality, innovative features, modern technology 
embodied in goods, and especially, supplier reliability and 
commitment. For many industrial goods, price is a relatively 
unimportant consideration, unless the differential is quite 
large. 


Many Product Areas Offer Substantial Prospects to Exporters 


U.S. sales of raw materials such as coal can be expected 

to continue to benefit from reasonably steady demand in the 
Japanese market during 1981. As Japan converts to non- 
petroleum energy sources, coal in particular should be in strong 
demand by Japanese industry. 


The immediate outlook for U.S. agricultural exports continues 
to be good. U.S. agricultural exports to Japan will set 
another record in 1980 with final figures for the year expected 
to show total export value exceeding $6 billion, compared with 
$5.3 billion in 1979. From January through September, 1980, 
the value of U.S. agricultural exports to Japan increased 13 per- 
cent over the same period of the prior year, led by major gains 
in corn, grain, soybeans, wheat, cotton, and dried fruit. 

The market should remain strong due to an expected increase in 
domestic consumption, and the strong price competitiveness of 
U.S.-origin agricultural products. The latter is partly due 

to the strengthening of the yen against the dollar which has 
largely offset price increases of agricultural goods on the 
world market. 


Among promising industrial product areas are the following: 
computers and peripherals, miscellaneous electronic components, 
process control instruments, bio-medical equipment, electronics 
industry production and test equipment, airplanes, avionics 

and ground support equipment, and building systems and materials. 


Increases in the leisure time and disposable income of Japanese 
consumers are a sign for future imports of American-manufactured 
consumer goods. Products expected to be in particularly strong 
demand include, but are not limited to, the following: opticals 
and audio-visual equipment, housewares, sporting goods and 
sportswear, books, periodicals and records, do-it-yourself 

and hobby kits, educational toys and games, gemstones and fine 
jewelry. 





Varied Services Remain Available to Assist U.S. Exporters 


Japan's multi-layered distribution system for consumer goods 
differs in several important respects from marketing practices 
common in the United States and other countries. Penetration 
of this high-opportunity segment of the Japanese market 
deserves special attention from U.S. exporters. Companies 

not familiar with Japan may wish to take advantage of the 
various export business information and introduction services 
available from the U.S. Department of Commerce and the U.S. 
Embassy and Trade Center in Tokyo. 


As U.S. Trade Promotion events in Japan for Fiscal Year 1981, 
the U.S. Trade Center (Export Development Office) in Tokyo 
will stage seven more multi-company government sponsored 
exhibitions: Biomedical Equipment - February, Process Control 
Equipment - April, Laboratory Instrumentation - May, Electronic 
Industry Production and Test Equipment - June, Data Communi- 
cation Equipment - July, Security and Safety Equipment - 
September, and Building Materials and Supplies - September/ 
October. Between exhibitions, U.S. business firms or their 
Japanese representatives can, at a very nominal cost, use the 
Trade Center for individual promotions of U.S. product lines. 
Such events may include product demonstrations, sales con- 
ferences, workshops, technical presentations, and other sales 
promotion activities. 


In addition to the exhibitions, two trade missions are scheduled 
to visit Tokyo and other cities in Japan in fiscal year 1981: 
Kitchenware in June, and Precious Metal, Jewelry and Gemstones 
in September. 


In the first half of 1981, groups or individuals planning to 
visit the United States under the Foreign Buyer Program will 
cover the following fields: audio-visual equipment; shooting 
and hunting equipment; building equipment and supplies; 
construction and civil engineering equipment and technology; 
air conditioning, heating and refrigeration equipment; mens- 
wear; concrete products and equipment; food process equipment; 
dental equipment; boating equipment; development of energy 
resources, and security equipment. 


Shows and seminars planned by the American Embassy in Tokyo 

or consular posts as part of their sales promotion efforts of 
American goods include, among others: biomedical equipment; 
process control equipment; laboratory instruments; kitchenware; 
and electronic industry production and test equipment. 





The U.S. Department of Agriculture is tentatively planning 
two agent shows for U.S. processed food products in Nagasaki 
(April) and Hiroshima (July). A Harumi Show will be held 
March 16-20 which will have 50 booths in which U.S. companies 
will exhibit their products to an estimated 90,000 Japanese 
representatives of hotels, restaurants, and importers. 


The Joint U.S.-Japan Trade Facilitation Committee, formed 

late in 1977, has continued to supplement traditional means 

of using Japanese marketing and distribution routes to sell 
American products, and of examining specific problems with 
Japanese trade practices or procedures encountered by American 
business in selling on the Japanese market. The Committee 

has been successful in resolving several, but not all, such 
difficulties. 


Overseas Investment in Japan Remains Slow 


A new Foreign Exchange Control Law went into effect on 

December 1, 1980 that should make foreign investment in Japan 
easier. U.S. firms with a significant market in Japan 

should consider investing in distribution and service facilities, 
even if they do not require production facilities in Japan. 


Despite relatively high rates of return enjoyed by foreign 
firms already established in Japan, and despite the steps 

Japan took in the seventies to liberalize its rules on 
investments from overseas, new direct foreign investment in 
Japan during recent years has been modest. For example, 
despite the enormous scale of the U.S.-Japan trading relation- 
ship, less than 3 percent of all direct U.S. overseas invest- 
ments are in Japan. The recession of the mid-seventies and the 
yen's long-term rise against the dollar, which has impacted 

on both initial and operating costs, may have been major factors. 
Investment from overseas may be in either wholly owned 
subsidiaries or joint ventures. 


The American Chamber of Commerce in Japan (ACCJ) last year 
sponsored a full-scale study by a major U.S. research firm 

of Japan's current and prospective investment climate. 
Interested companies should write to the Investment Committee, 
ACCJ, Tosho Building, Room 701, 2-2 Marunouchi 3-chome, 
Chiyoda-ku, Tokyo 100, Japan. White papers, prepared by U.S. 
businessmen, offering advice on trade and investment in Japan 
are also available. 





Japanese Overseas Investment at a Record High 


Authorized overseas investments by Japanese enterprises 
reached a record $5 billion in fiscal 1979, surpassing the 
previous high in fiscal 1978 by $400 million. Investments 
have sharply increased in commercial businesses in North 
America and Europe and in manufacturing industries in Latin 
America, while declining in the Middle and Near East and in 
Asia. Direct overseas investments are predicted to grow 
steadily in the future,as Japan increasingly recognizes the 
need to develop and import natural resources essential to 
the security of its economy and the need for investing in 
local manufacture to avoid bilateral trade frictions. 


* U.S. GOVERNMENT PRINTING OFFICE: 1981—341-007/369 
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e Appraisal of China’s Foreign Trade Policy 

e Basic Data on the Economy of the Soviet Union 

e A Business Guide to European Common Market 

e A Guide to End Users and Research Organizations 
in Hungary 

© Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 


the coupon below. 


Gute copies are available for $1.25 each from the Publication Sales Branch, Room 1617, 


Department of Commerce, Washington, D.C. 20230.) 


(please detach here) 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO OVERSEAS 
BUSINESS REPORTS at $40 a year. 
Add $10 for foreign mailing. 


Send Subscription to: 


its possessions. 


NAME—FIRST, LAST 


No additional postage is required for 
mailing within the United States or 


0 Remittance Enclosed 
(Make checks payable 
to Superintendent of 
Documents) 


0 Charge to my Deposit 
Account No. 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS 


STATE 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 








